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Summary  of  Recommendations 


This  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  department's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


We  recommend  the  department  implement 
procedures  to  ensure  compliance  with 
state  laws  and  policies  concerning 
collection  of  fees 


Agency  Response:  Concur.   See  page  27. 


Recommendation  #2 


We  recommend  the  department: 


A.  Follow  established  procedures  to 

ensure  Hail  Insurance  program  revenues 
and  expenditures  are  recorded  in 
accordance  with  state  accounting  policy. 

Agency  Response:  Concur.   See  page  28. 


B.  Seek  legislation  to  reclassify  the 

state  Hail  Insurance  program  as  an 
Enterprise  Fund 


Recommendation  #3 


Agency  Response:   Concur.  See  page  28. 

We  recommend  the  department  follow 
established  procedures  to  ensure 
all  equipment  is  recorded  on  the 
Property  Accountability  Management 
System 


Agency  Response:   Concur.   See  page  28. 


Recommendation  #4 


We  recommend  the  department  follow 
up,  collect,  and  write-off  delinquent 
accounts  receivable  in  accordance 
with  state  policy 


10 


Agency  Response:   Concur.  See  page  29. 
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Introduction 


We  performed  a  financial-compliance  audit  of  the  Department 
of  Agriculture  (the  department)  for  the  two  fiscal  years  ended 
June  30,  1991.   The  objectives  of  the  audit  were  to  determine  if: 


1.  The  department  complied  with  applicable  state  and  federal 
laws  and  regulations. 

2.  The  department's  administrative  and  accounting  controls 
ensured  resource  use  was  consistent  with  laws  and  regula- 
tions; resources  were  safeguarded  against  waste,  loss,  and 
misuse;  and  financial  information  was  maintained  and  fairly 
disclosed  in  the  financial  records. 

3.  The  department's  financial  schedules  present  fairly  the 
department's  changes  in  fund  balances  and  results  of  opera- 
tions for  the  two  fiscal  years  ended  June  30,  1991. 

4.  The  department  implemented  prior  audit  recommendations. 

This  report  contains  four  recommendations  to  the  department. 
Other  areas  of  concern  deemed  not  to  have  a  significant  effect 
on  the  successful  operations  of  the  department  are  not  included 
in  this  report  but  have  been  discussed  with  management.   In 
accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  costs,  if  significant,  of  implementing  the  recom- 
mendations made  in  this  report. 


Background 


The  Constitution  of  the  state  of  Montana  mandates  the  legisla- 
ture to  provide  for  a  Department  of  Agriculture.  The  depart- 
ment's statutory  functions  and  responsibilities  are  to: 

1.  Encourage  and  promote  the  interests  of  Montana  agricul- 
ture. 

2.  Collect  and  publish  agricultural  statistics. 

3.  Assist,  encourage  and  promote  the  organization  of  farmers' 
institutes,  agricultural  societies,  fairs,  and  other  exhibitions 
of  agriculture. 

4.  Adopt  standards  for  grade  and  other  classifications  of  farm 
products. 
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5.  Coordinate  in  devising  and  maintaining  economical  and 
efficient  marketing  distribution  systems. 

6.  Gather  and  distribute  marketing  information  concerning 
supply,  demand,  price,  and  movement  of  farm  products. 

7.  Regulate  and  protect  Montana  agricultural  activities 
through  the  administration  of  agriculture-related  statutes. 

During  the  audit  period,  the  department  consisted  of  four 
divisions: 

Centralized  Services  Division  -  includes  the  director's  office  and 
provides  support  to  all  of  the  programs  in  the  department  by 
performing  administrative  functions  such  as  accounting,  fiscal 
management,  payroll,  personnel,  purchasing,  property  control, 
data  processing,  and  legal  support. 

Attached  as  a  unit  to  the  director's  office  is  the  state  grain 
laboratory.   The  grain  laboratory  functions  were  transferred 
from  the  Plant  Industry  Division  in  fiscal  year  1990-91. 
Effective  July  1,  1991  the  department  reorganized  the  state  grain 
laboratory  into  a  separate  division.   The  laboratory  provides 
grading,  protein  determination,  and  malting  barley  germination 
tests  for  contract  settlement  prices  between  buyers  and  sellers  of 
grain  crops  in  Montana. 

Environmental  Management  Division  -  administers  the  Montana 
Pesticides  Act,  the  Crop  Insect  Detection  Act,  the  Vertebrate 
Pest  Management  Act,  Agricultural  Chemical  Groundwater  Pro- 
tection Act,  Noxious  Weed  Trust  Fund  Act,  elements  of  the 
Weed  Assistance  Act,  and  the  department's  chemical  analysis 
laboratory.   It  also  provides  technical  and  consultant  services  to 
consumers  and  agricultural  producers. 

Plant  Industry  Division  -  administers  agricultural  programs 
relating  to  the  production,  manufacturing,  and  marketing  of 
commodities  exported  from  or  distributed  in  the  state.   It  pro- 
vides services  to  the  agricultural  industry  by:    performing  pro- 
fessional insect/disease  surveys;  performing  comprehensive  feed 
mill  inspections;  issuing  dealer  licenses  and  permits;  issuing 
official  grade  commodity  certificates;  registering  products; 
performing  analytical  analyses  of  bees,  seeds,  fertilizer,  feed, 
and  grains;  and  collecting  various  assessment  fees.   Division 
personnel  provide  technical  information  upon  request  to  the 
industry  and  to  the  general  public  by  investigating  and  resolving 
consumer  complaints.   The  division  also  provides  support  to  the 
Alfalfa  Leafcutting  Bee  and  the  Montana  Mint  committees. 
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Agricultural  Development  Division  -  provides  administrative 
support  to  the  Alfalfa  Seed  Committee,  the  Montana  Wheat  and 
Barley  Committee,  and  the  Montana  Agricultural  Development 
Council.   The  division  is  comprised  of  three  bureaus: 

Rural  Development  -  provides  direct,  low-interest  agri- 
cultural loans;  administers  the  state  Hail  Insurance  program; 
and  provides  peer  counseling,  financial  consulting  and  debt 
mediation  services. 

Marketing  -  provides  for  the  development  and  enhance- 
ment of  new  and  existing  agricultural  crops  and  value 
added  products;  collects  and  publishes  related  statistical 
information;  provides  research  and  market  development  for 
alfalfa  seed,  and  administers  the  Montana  Growth  through 
Agriculture  Act  which  is  a  program  designed  to  strengthen 
and  diversify  the  state's  agricultural  industry. 

Wheat  and  Barley  -  promotes  market  development  and  scien- 
tific research  of  wheat  and  barley  culture,  production,  and 
use. 

The  Agricultural  Development  Division  provided  administrative 
support  to  the  Montana  Agricultural  Loan  Authority.   Although 
the  authority's  existence  is  authorized  by  law,  its  programs  are 
essentially  dormant. 
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Prior  Audit  Recom-  Our  office  performed  an  audit  of  the  department  for  the  two 

mendations  fiscal  years  ended  June  30,  1989.  The  prior  audit  contained  four 

recommendations  of  which  two  were  implemented,  one  was  par- 
tially implemented,  and  one  was  not  implemented.   The  recom- 
mendation which  was  partially  implemented  dealt  with  compli- 
ance with  approved  operating  budgets  and  was  discussed  with 
management.  The  recommendation  which  was  not  implemented 
relates  to  recording  equipment  on  the  Property  Accountability 
Management  System  and  is  discussed  on  page  8. 
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Agricnltaral  Assess-  As  part  of  our  audit,  we  review  the  department's  compliance 

ments  and  Commercial  with  applicable  state  laws  and  policies.  The  following  describe 

Fees  instances  where  the  department  did  not  comply  with  state  laws 

or  policies  and  could  improve  procedures  to  ensure  compliance. 
The  procedures  could  include  reviewing  these  laws  and  policies 
and  seeking  to  have  them  changed  if  deemed  necessary. 

As  authorized  by  state  law,  the  department  is  required  to  collect 
assessments  and  fees  on  various  agricultural  products.   The 
department  has  formally  adopted  administrative  rules  and  de- 
partment policies  to  carry  out  its  responsibilities  under  these 
laws.   We  noted  the  following  instances  where  the  department  is 
not  in  compliance  with  these  requirements. 

The  department  does  not  uniformly  or  consistently  require 
reporting  forms  be  submitted  within  established  time 
frames.   Department  rule  requires  public  warehouseman 
and  commodity  dealers  to  file  monthly  wheat  and  barley 
assessment  reports.   Commercial  fertilizer  manufacturers 
are  required  to  file  monthly  sales  reports.   Department 
regulations  require  these  reports  be  filed  every  month  even 
if  no  activity  or  sales  occurred  during  a  particular  month. 
We  noted  several  instances  where  reports  were  not  submit- 
ted monthly.  The  department  has  systems  in  place  to  track 
these  reports.   However,  the  department  does  not  use  the 
systems  to  follow  up  on  late  or  missing  reports. 

The  department  prescribed  by  administrative  rule  that 
alfalfa  seed  assessment  reports  shall  be  filed  within  20  days 
of  the  end  of  the  month  for  which  the  report  is  filed.   Also 
included  in  the  rule  are  procedures  for  following  up  on  past 
due  reports.   We  reviewed  four  reports  and  noted  one  report 
which  included  payment  for  a  six-month  period.   Depart- 
ment personnel  noted  they  do  not  follow  collection 
procedures  set  forth  in  administrative  rule.   Personnel  be- 
lieved it  would  be  counter  productive  to  bother  producers 
and  believed  assessments  were  eventually  all  sent  in. 

State  law  requires  the  department  assess  penalties  for  late 
filers  of  monthly  commercial  fertilizer  sales  reports  and  an- 
nual commercial  feed  reports.   We  reviewed  15  commercial 
feed  reports  for  each  calendar  year  1990  and  1991.   We  also 
reviewed  three  commercial  fertilizer  reports.   We  noted  five 
instances  in  which  a  penalty  was  not  assessed  in  accordance 
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with  state  law.   The  only  instances  in  which  we  noted  a 
penalty  was  collected  are  where  the  report  filer  voluntarily 
assessed  the  penalty  and  paid  it  when  filing  the  report. 
Department  personnel  noted  they  assess  the  late  fee  on  the 
commercial  fertilizer  sales  reports  on  a  case-by-case  basis, 
unless  the  manufacturer  submits  it  voluntarily.   In  relation 
to  commercial  feed  reports,  department  personnel  noted 
they  do  not  assess  a  late  penalty  since  they  are  untimely  in 
reviewing  the  reports. 

We  reviewed  22  of  the  public  warehouseman/commodity 
dealer  monthly  reports.   We  noted  that  seven  of  the  reports 
totalling  $19,373  did  not  include  adequate  information  to 
ensure  the  amount  of  the  assessment  was  proper  or  the 
report  contained  mathematical  errors  which  resulted  in  the 
wrong  amount  of  assessment  being  paid. 

For  wheat  and  barley  reports,  department  policy,  as  noted 
in  the  instructions  for  the  report,  require  public  warehouse- 
man and  commodity  dealers  file  a  report  within  30  days  of 
the  end  of  the  reporting  month.   However,  the  department 
has  prescribed  by  administrative  rule,  that  reports  be  filed 
within  20  days  of  the  end  of  the  reporting  month. 

To  ensure  consistency  and  fairness  in  dealing  with  the  public, 
the  department  should  uniformly  comply  with  the  laws  and 
policies  discussed  above.   If  department  personnel  do  not  believe 
these  requirements  are  necessary,  they  should  seek  to  have  the 
requirements  changed. 


Recommendation  #1 

We  recommend  the  department  implement  procedures  to 
ensure  compliance  with  state  laws  and  policies  concerning 
collection  of  fees. 
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Hail  Insurance  Program 


The  department  offers  hail  insurance  for  farmers.     Policy 
collections  and  claim  costs  recorded  by  the  department  for  fiscal 
year  1990-91  were  2.7  million  and  5.4  million,  respectively.   The 
year  included  heavy  hail  losses.   The  department  paid  for  the 
excess  of  losses  over  collections  from  the  programs  hail  loss 
reserves.  The  following  two  sections  discuss  areas  for 
improvement. 


Accounting  Issues 


In  the  previous  audit,  we  found  that  the  department  recognized 
revenue  when  it  collected  cash  and  recognized  losses  for  hail 
damage  when  it  paid  claims.   This  resulted  in  the  department  not 
properly  recognizing  revenues  and  expenditures  since  a  typical 
coverage  period  for  hail  insurance  is  from  May  through  Septem- 
ber and  crosses  two  state  fiscal  years. 


In  response  to  a  prior  audit  recommendation,  in  fiscal  year  1990- 
91  the  department  implemented  a  cost  recovery  method  to  record 
program  revenue  and  estimated  claim  costs  for  the  Hail  Insur- 
ance program.  The  cost  recovery  method  is  required  by  gen- 
erally accepted  accounting  principles  (GAAP).   Under  the  cost 
recovery  method,  the  department  estimates  the  costs  associated 
with  hail  storms  in  May  and  June,  and  accrues  the  estimated 
claim  costs  which  have  not  been  previously  recognized.   Revenue 
is  then  recognized  in  an  amount  equal  to  the  estimated  claim 
costs. 

The  department  incorrectly  included  estimated  costs  for  the 
entire  hail  season  in  its  estimated  claim  costs  for  fiscal  year 
1990-91.  The  department  should  have  estimated  the  costs  asso- 
ciated with  hail  losses  in  the  fiscal  year.   In  addition,  the  depart- 
ment incorrectly  calculated  the  amount  of  revenue  recognized 
for  fiscal  year  1990-91.   The  effect  of  these  items  overstated 
expenditures  and  estimated  insurance  claims  payable  by  $938,324 
in  fiscal  year  1990-91.   It  also  understated  revenues  and  over- 
stated deferred  revenues  by  $608,512  in  fiscal  year  1990-91. 
Our  evaluation  of  those  misstatements  caused  us  to  qualify  our 
opinion  as  noted  on  page  13.   Department  personnel  noted  they 
misunderstood  the  instructions  for  using  the  new  cost  recovery 
method. 
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Fund  Classification 


In  accordance  with  section  80-2-232,  MCA,  the  department 
records  all  activity  of  the  Hail  Insurance  program  in  the  Ex- 
pendable Trust  Fund.  The  Governmental  Accounting  Standards 
Board  in  May  of  1990  issued  new  guidance  dealing  with  insur- 
ance accounting.   The  statement  notes  that  for  entities  providing 
insurance  to  individuals  outside  the  governmental  reporting 
entity,  the  activity  should  be  accounted  for  as  a  public  entity 
risk  pool  and  recorded  in  the  Enterprise  Fund.   The  Department 
of  Administration,  in  preparing  the  state's  Comprehensive 
Annual  Financial  Report  for  fiscal  year  1990-91  adopted  this 
standard  and  reclassified  the  Hail  Insurance  program  as  an 
Enterprise  Fund.   To  properly  record  the  Hail  Insurance  program 
the  department  should  seek  legislation  to  reclassify  the  program 
as  an  Enterprise  Fund. 


Recommendation  #2 

We  recommend  the  department: 

A.  Follow  established  procedures  to  ensure  Hail  Insur- 
ance program  revenues  and  expenditures  are  recorded 
in  accordance  with  state  accounting  policy. 

B.  Seek  legislation  to  reclassify  the  state  Hail  Insurance 
program  as  an  Enterprise  Fund. 


Property,  Plant,  and 
Equipment 


State  accounting  policy  requires  state  agencies  to  record  all 
property,  plant,  and  equipment  which  costs  in  excess  of  $1,000 
on  the  Property  Accountability  Management  System  (PAMS). 
Agencies  can  maintain  a  lower  capitalization  limit  if  desired. 
The  department  chose  to  maintain  a  $200  limit. 


We  reviewed  twelve  equipment  purchases  over  the  $200  limit 
from  each  of  fiscal  years  1989-90  and  1990-91.   Of  the  24  pur- 
chases reviewed,  5  totaling  $5,547  in  fiscal  year  1989-90  and  3 
totaling  $3,706  in  fiscal  year  1990-91  were  not  recorded  on 
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Findings  and  Recommendations 


PAMS  as  of  February  26,  1992.  This  issue  was  also  noted  in  the 
previous  audit  report  of  the  department.   Department  personnel 
noted  that  at  times  the  divisions  do  not  submit  the  proper  forms 
to  Central  Management  Division  to  allow  for  proper  entry  on 
PAMS.   If  the  form  is  submitted,  it  may  contain  errors  which 
have  to  be  resolved  before  recording  the  item.   In  addition, 
department  personnel  noted  that  other  duties  of  Central  Manage- 
ment Division  employees  often  are  a  higher  priority,  thus  leading 
to  items  not  being  recorded  on  PAMS. 

Federal  regulations  require  the  department  expend  federal  funds 
in  compliance  with  state  regulations.   The  department  recorded 
equipment  expenditures  in  the  Consolidated  Pesticide  Compli- 
ance Monitoring  and  Program  Monitoring  Agreement  (CFDA 
#66.700)  and  the  Food  and  Drug  Administration  -  Research 
(CFDA  #13.103)  programs  in  fiscal  years  1989-90  and  1990-91. 
We  did  not  note  any  specific  exceptions  related  to  equipment 
purchased  with  federal  funds;  however,  the  potential  does  exist 
that  equipment  purchased  with  federal  funds  may  not  be 
recorded  properly. 

The  department's  policy  states  that  divisions  submitting  equip- 
ment purchases  over  $200  to  Central  Management  Division  must 
also  submit  a  PAMS  property  update  form.   If  the  department 
enforced  its  policy,  the  time  needed  to  maintain  a  current  prop- 
erty record  is  minimal. 


Recommendation  #3 

We  recommend  the  department  follow  established 
procedures  to  ensure  all  equipment  is  recorded  on  the 
Property  Accountability  Management  System. 
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Findings  and  Recommendations 


Delinquent  Accounts  In  accordance  with  state  law,  the  department  collects  a  surcharge 

on  registered  herbicides  sold  for  consumer  use  in  the  state.   Total 
receivables  for  the  herbicide  surcharge  were  $22,125  at  fiscal 
year-end  1990-91.   From  fiscal  years  1984-85  to  1987-88,  one 
corporation  registered  several  herbicides;  however,  it  did  not  pay 
the  surcharge.   The  department  recorded  an  $18,1 12  account 
receivable  for  the  amount  owed.   At  June  30,  1991  the  depart- 
ment still  had  the  account  receivable  recorded  on  the  state's 
accounting  records  even  though  the  company  has  changed  hands 
and  went  through  receivership  proceedings  with  all  debts  being 
discharged. 

Department  personnel  noted  they  have  not  adopted  state  policy 
related  to  collection  or  write-off  of  delinquent  accounts.  If  the 
department  had  followed  state  policy  on  delinquent  accounts,  it 
may  have  been  able  to  collect  all  or  a  portion  of  the  surcharge 
owed  them.  Since  the  company  has  had  all  its  debts  discharged 
through  bankruptcy,  the  department  should  follow  state  policy 
for  writing  off  bad  debts. 


Recommendation  #4 

We  recommend  the  depai 
write-off  delinquent  acci 
with  state  policy. 
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Independent  Auditor's  Report 
&  Agency  Financial  Schedules 
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Summary  of  Independent  Auditor's  Report 


Summary  of  Indepen-  The  auditor's  opinion  issued  in  this  report  is  intended  to  convey 

dent  Auditor's  Report  to  the  reader  of  the  financial  schedules  the  degree  of  reliance 

that  can  be  placed  on  the  amounts  presented. 

The  financial  schedules  are  prepared  from  SBAS  without  adjust- 
ments for  errors  noted  during  the  audit.  This  is  done  to  allow 
the  reader  to  determine  the  degree  of  reliance  that  can  be  placed 
on  the  information  recorded  in  the  accounting  records. 

The  qualified  opinion  on  the  schedules  means  the  reader  should 
use  caution  when  using  the  information  presented.  Some  of  the 
revenue  and  expenditures  are  not  presented  in  conformity  with 
state  accounting  policy. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 
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STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department 
of  Agriculture  for  each  of  the  two  fiscal  years  ended  June  30,  1990  and  1991,  as 
shown  on  pages  15  through  24.  The  information  contained  in  these  schedules  is  the 
responsibility  of  department  management.  Our  responsibility  is  to  express  an 
opinion  on  those  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing 
standards.   Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  schedules  are  free  of  material 
misstatement.   An  audit  includes  examining,  on  a  test  basis,  evidence  supporting 
the  amounts  and  disclosures  in  the  financial  schedules.   An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by  manage- 
ment, as  well  as  evaluating  the  overall  financial  schedule  presentation.  We  believe 
that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  compre- 
hensive basis  of  accounting  other  than  generally  accepted  accounting  principles. 
The  schedules  are  not  intended  to  be  a  complete  presentation  and  disclosure  of  the 
department's  assets,  liabilities,  and  cash  flows. 

The  department  did  not  properly  estimate  the  claim  costs  or  premium  reve- 
nue for  the  Hail  Insurance  program  in  the  Expendable  Trust  Fund  at  fiscal  year- 
end  1990-91.   As  a  result,  the  nonbudgeted  expenditures  are  overstated  and  the 
budgeted  revenue  is  understated  by  $938,324  and  $608,512,  respectively,  on  the 
Schedule  of  Changes  in  Fund  Balances  in  fiscal  year  1990-91.  Charges  for  services 
on  the  Schedule  of  Budgeted  Revenue  and  Transfers  In  -  Estimate  and  Actual  are 
understated  by  $608,512  in  fiscal  year  1990-91. 

In  our  opinion,  except  for  the  effects  of  the  matters  discussed  in  paragraph 
four,  the  schedules  referred  to  in  the  first  paragraph  present  fairly,  in  all  material 
respects,  the  changes  in  fund  balances,  additions  and  deductions,  and  the  result  of 
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operations  of  the  Department  of  Agriculture  for  the  two  years  ended  June  30,  1990 
and  1991,  in  conformity  with  the  basis  of  accounting  described  in  note  1. 

As  discussed  in  note  2,  the  department  changed  its  accounting  procedures 
for  the  Hail  Insurance  program  in  fiscal  year  1990-91  to  conform  with  a  change  in 
state  accounting  policy. 

Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 
February  26,  1992 
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DEPARTMENT  OF  AGRICULTURE 


FUND  BALANCE:  July  1,  1989 


SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1991 

Expendable 
Trust  Funds 

$6,226,444 

Spec  i  a  I 
Revenue 
General  Fund     Funds 

Enterprise 
Funds 

Nonexpendable 
Trust  Funds 

$       0   $1,375,142 

$  7.709 

$1,320,719 

ADDITIONS 

Fiscal  Year  1989-90 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Support  From  State  of  Montana 
Cash  Transfers  In 
Prior  Year  Expenditure  Adjustments 

Fiscal  Year  1990-91 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Support  From  State  of  Montana 
Cash  Transfers  In 
Prior  Year  Expenditure  Adjustments 
Total  Additions 


i     870,134 

$4,085,144 

644,083 

413,807 

9,642 

896,364 

4,422,756 

644,193 

325,728 

8.348 

3.064.416 

9.255.783 

$  8,937 


8,208 


17.145 


$3,338,991 
2,733 


3,215,645 
3,170 


6.560.539 


$  367,918 


433,618 


801.536 


REDUCTIONS 

Fiscal  Year  1989-90 
Budgeted  Expenditures 

Nonbudgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 

Fiscal  Year  1990-91 
Budgeted  Expenditures 

Nonbudgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Expenditures 
Prior  Year  Revenue  Adjustnnents 
Direct  Entries  to  Fund  Balance 
Total  Reductions 


FUND  BALANCE:  June  30,  1991 


1,523,863 

3,804,748 

7,799 

257,877 
1,591,180^ 

(15) 

14,734 

18 

144 

(4) 

2,764 

267 

16,910 

185 

229 

1,538,518 

4,503,050 

7,031 

265,886, 
5,430,395^ 

90 

2,411 

63 

1,859 

51,855 

15 

222 

342 

2,413 

15 

90 

3.064.416 

8.396.814 

15.096 

7.548.346 

282 

i       0 

$2,234,111 

$  9,758 

$5,238,637 

$2,121 

.973 

See  note  6,  page  24. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
provided  in  the  notes  to  the  financial  schedules  on  pages  21  through  24. 


Additional  information  is 
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DEPARTMENT  OF  AGRICULTURE 


SCHEDULE 

OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1991 

Sale  of 

Federal 

Grants, 

L  i  censes 

and 
Permits 

Charges 

For 
Services 

Fines  & 
Forfeits 

Docunents, 
Property  & 
Merchandise 

Indirect    Rentals, 
Investment      Cost     Leases  & 
Taxes   Earnings    Recoveries  Royalties  Miscellaneous 

Contracts, 

Donations  & 

Abandonments 

Other 

Financing 

Sources 

Federal 

Total 

iENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 

$665,000 
671.274 

$  255,550 
222.585 

$  5,000 
2.425 

$   130 

80 

$ 

925,680 
896.364 

Collections  Over 
(Under)  Estimate 

$  6  274 

$  (32.965) 

$^2,575) 

$   (50) 

$ 

.i29^ 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

ENTERPRISE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

EXPENDABLE  TRUST  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

NONEXPENDABLE  TRUST  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$123,000   $  691,280 
112.754     544.296 

$(10.246)  $  (146.984) 


$    9,500 
7.379 


i2J21) 


$1,001,100 
2.730.569 


$1.729.469 


$12,500 
9.716 

$2,999,900 
3.112.697 

$  70,600 
97.048 

$19,000 
21.217 

$2,400 
2.400 

$  12,000 
0 

$(2,784) 

$  112.797 

$  26,448 

$  2^217 

$    0 

$(12,000) 

$  1,000 
310 

$    300 
519 

219 


$557,000 
480.976 


$  210,000   $126,500 
181.882   251.736 

$  (28.118)  $125.236 


$105,500   $  150,000  $411,074  $4,597,254 
63.743    0   458.885   4.422.756 

$(41.757)  $(150.000)  $  47.811  $  (174.498) 


$   10,800 
8.208 


$  3.500 
4.100 

$    600 


(2.592) 


$1,561,600 
3.215.645 


$1.654.045 


$  336,500 
433.618 

$   97.118 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  21  through  24. 


Page  16 


DEPARTMENT  OF  AGRICULTURE 


SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATE 

&  ACTUAL 

FOR 

THE  FISCAL  YEAR  ENDED  JUNE  30.  1990 

Sale  of 

Federal 

Grants, 

Licenses 
and 

Charges 
for 

Fines  & 

Documents, 
Merchandise 

Indirect 
Investment     Cost 

Rentals, 
Leases  & 

Contracts, 

Donations  & 

Other 
Financing 

Permits 

Services 

Forfeits 

&  Property 

Taxes    Earnings   Recoveries 

Royalties 

Miscell 

aneous 

Abandonments 

Sources 

Federal 

Total 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 

$615,000 
626.150 

$  237,750 
239.601 

$5,000 
4.375 

$   200 
8 

$ 

857,950 
870.134 

Col  lections  Over 
(Under)  Estimate 

$  11,150 

$    1.851 

$  (625) 

$  (192) 

$ 

12.184 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

ENTERPRISE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

EXPENDABLE  TRUST  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

NONEXPENDABLE  TRUST  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$132,500    $  681,800 
108.861      674.690 

$   (7.110) 


$   10,350 
7.879 


(2.471) 


$1,007,300 
2,775^582 


$1.768.282 


$12,000 
10.802 

$2,964,000 
2.910.214 

$  75,500 
63.281 

$19,302 
17.631 

$2,400 
2,400 

$25, 
23, 

,000 
,000 

$  103,150 
1.600 

$  150, 

,000 
0 

$  390, 
272, 

,500 
,665 

$4,556,152 
4.085.144 

$(1,198) 

$  (53.786) 

$(12,219) 

$   500 

447 

$tL 

,671) 

$   0 

$(2.000) 

$(101,550) 

$(150. 

,000) 

$(117,835) 

$  (471.008) 

$  1,750 
611 

$   12,600 
8.937 

$^1,139) 

$  208,500 
188.387 

$    (53) 

$400,000 
559.964 

$159,964 

$  80,500 
179.531 

$   5,000 
3.445 

$  (1.555) 

$   (3.663) 

$1,412,300 
3.338.991 

$1,926,691 

$  289,000 
367,918 

$  (20.113) 

$  99.031 

$   78,918 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  21  through  24. 
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DEPARTMENT  OF  AGRICULTURE 


SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES 

BY  OBJECT  AND  FUND 

BUDGET  AND  ACTUAL 

FOR 

THE  FISCAL 

YEAR  ENDED  JUNE 

30.  1991 

Centralized 

Environmental 

Plant 

Services 

State  Grain 

1   Management 
Division 

Industry 

Agricultural 

Division 

Laboratory 

Division 

Development 

Total 

PERSONAL  SERVICES 

Salaries 

$283,581 

$265,700 

$  657,226 

$336,177 

$ 

399,085 

$1 

,941,769 

Hourly  Wages 

36,010 

52,094 

43,021 

131,125 

Other  Compensation 

1,550 

7,275 

8,825 

Employee  Benefits 

60.819 

75.261 

165.278 

88,074 

89,858 

479.290 

Total 

344,400 

376.971 

824.054 

476.345 

539.239 

2. 

,561,009 

OPERATING  EXPENSES 

Other  Services 

7,508 

31,141 

246,842 

37,581 

97,895 

420,967 

Supplies  &  Materials 

6,112 

9,704 

77,587 

9,071 

13,721 

116,195 

Codinuni  cat  ions 

6,814 

8,400 

29,602 

16,647 

55,042 

116,505 

Travel 

9,643 

7,756 

42,014 

26,335 

139,016 

224,764 

Rent 

17,263 

380 

26,911 

15,903 

19,858 

80,315 

Utilities 

8,433 

8,433 

Repair  &  Maintenance 

3,449 

6,413 

45,867 

3,062 

4,383 

63,174 

Other  Expenses 

7.502 

2.934 

7,932 

3,832 

361.522 

383,722 

Total 

58.291 

75.161 

476.755 

112,431 

691.437 

i 

,414.075 

EQUIPMENT  AND  INTANGIBLE  ASSETS 

Equipment 

6,421 

11,881 

144,775 

11,996 

29,961 

205,034 

Intangible  Assets 

1.767 

269 

979 

426 

3.721 

7,162 

Total 

8.188 

12.150 

145.754 

12,422 

33.682 

212,196 

GRANTS 

From  State  Sources 

1,181.068 

946,137 

2 

,127,205 

Total 

1,181.068 

946.137 

2 

,127,205 

TOTAL  PROGRAM  EXPEND  I TUF 

(ES 

$410,879 

$464,282 

$2,627,631 

$601,198 

$2 

,210,495 

$6^ 

,314,485 

GENERAL  FUND 

Budgeted 

$180,389 

$  756,498 

$460,488 

$ 

218,224 

$1 

,615,599 

Actual 

178.703 

704.931 

460.131 

194,753 

1 

.538,518 

Unspent  Budget  Authori 

ity 

$  1.686 

$   51.567 

$    357 

$_ 

23.471 

$_ 

77.081 

SPECIAL  REVENUE  FUND 

Budgeted 

$201,222 

$526,384 

$2,189,311 

$171,710 

$1 

,930,860 

$5 

,019,487 

Actual 

198.166 

464.282 

1.922.700 

134.036 

1 

.783.866 

4 

.503,050 

Unspent  Budget  Authori 

ity 

$  3.056 

$  62.102 

$  266.611 

$  37.674 

$_ 

146.994 

$_ 

516,437 

EXPENDABLE  TRUST  FUNDS 

Budgeted 

$  34,010 

$ 

253,202 

$ 

287,212 

Actual 

34.010 

231.876 

265,886 

Unspent  Budget  Authori 

ity 

$     0 

— 

$^ 

21.326 

$_ 

21,326 

ENTERPRISE  FUNDS 

Budgeted 

$  10,561 

$ 

10,561 

Actual 

7,031 

7,031 

Unspent  Budget  Authori 

ity 

$  3,530 

$_ 

3,530 

See  note  8  on  page  24. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
provided  in  the  notes  to  the  financial  schedules  on  pages  21  through  24. 


Additional  information  is 
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DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1990 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Other  Compensation 
Enployee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Suppl ies  &  Materials 
Conmunicat ions 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

GRANTS 

From  State  Sources 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

EXPENDABLE  TRUST  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

ENTERPRISE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 


77.6A2 


3,338 
1.506 
4. 844 


$413,580 


$196,124 

194.311 

$  1.813 


$191,936 

186.349 

$  5.587 


Central ized 

Envi  ronmental 

Plant 

Services 

Management 

Industry 

Agricultural 

Division 

Division 

Division 
$  539,034 

Development 
$  378,003 

Total 

$274,025 

$  572,436 

$1,763,498 

488 

116,954 

40,385 

157,827 

975 

75 

7,263 

8,313 

57.069 

138.035 

142.724 

87.448 

425.276 

331,094 

711.934 

798.787 

513.099 

2.354.914 

30,793 

43,517 

56,366 

111,553 

242,229 

5,555 

58,480 

16,728 

11,587 

92,350 

6,799 

32,786 

26,187 

55,284 

121,056 

8,775 

52,237 

33,934 

111,136 

206,082 

16,504 

25,331 

15,784 
7,625 

20,792 

78,411 
7,625 

1,865 

36,896 

10,307 

3,482 

52,550 

7.351 

6.339 

3.371 

307.532 

324.593 

255.586 


144,758 

1.617 

146.375 


1.182.345 
1.182.345 

$2.296.240 


$  754,332 

697.897 

$   56_^435 


$2,065,284 

1.598.343 

$  466.941 


170_^302 


60,297 

356 

60.653 


$1.029.742 


$  453,437 

434.674 

$   18,763 


$  681,171 

582.984 

$   98.187 


$    6,700 

4.285 

$    2.415 


$   10,058 

7.799 

$    2.259 


621.366    1.124.896 


11,051 

262 

11.313 


219,444 

3.741 

223.185 


708.947    1.891.292 


708.947    1.891.292 
$1.854.725   $5.594.287 


$ 


216,271 

196.981 

19.290 


$1,947,567 

1.437.072 

$  510.495 


240,324 

220.672 

19.652 


$1,620,164 

1.523.863 

$   96.301 


$4,885,958 

3.804.748 

$1.081.210 


$  279,944 

257.877 

$   22.067 


$   10,058 

7.799 

$    2.259 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
provided  in  the  notes  to  the  financial  schedules  on  pages  21  through  24. 


Additional  information  is 
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DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS 

TO  AGENCY  FUND  PROPERTY  HELD  IN  TRUST 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1991 


Property  Held  in  Trust,  July  1,  1989  $1.951.859^ 

Additions : 
Fiscal  Year  1989-90 
Nonbudgeted  Receipts  721,729 

Fiscal  Year  1990-91 
Nonbudgeted  Receipts  2 . 774 . 841 

Total  Additions  3.496.570 


Deductions : 
Fiscal  Year  1989-90 
Nonbudgeted  Disbursements  191,600 

Fiscal  Year  1990-91 
Nonbudgeted  Disbursements 
Total  Deductions 


Property  Held  in  Trust,  June  30,  1991 


2, 

309.979 

2, 

501.579 

$1 

.946.850^ 

^See  note  1  on  page  21. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  21  through  24. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1991 


1.  Snminaiy  of  Significant 

Accounting  Policies 


Basis  of  Accounting 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy  for  its  Governmental, 
Expendable  Trust,  and  Agency  Funds.   In  applying  the  modified 
accrual  basis,  the  department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

The  department  uses  accrual  basis  accounting  for  Proprietary 
and  Nonexpendable  Trust  Funds.   Under  the  accrual  basis,  as 
defined  by  state  accounting  policy,  the  department  records 
revenues  in  the  accounting  period  earned  if  measurable;  they 
record  expenses  in  the  period  incurred,  if  measurable. 

Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end. 

State  accounting  policy  also  requires  the  department  to  record 
the  cost  of  employees'  annual  leave  and  sick  leave  when  used  or 
paid. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
(SBAS)  without  adjustment.   Accounts  are  organized  in  funds 
according  to  state  law.  The  department  uses  the  following  funds: 
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Notes  to  the  Financial  Schedules 


Governmental  Funds 


General  -  to  account  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes.   Department  Special  Revenue  Funds  include  activities 
related  to  Montana  Growth  Through  Agriculture  program;  the 
registration  and  inspections  of  fertilizers  and  feed;  grain  inspec- 
tions; wheat,  barley,  and  alfalfa  seed  market  promotion;  and 
noxious  weed  management  projects. 


Proprietary  Funds 


Enterprise  Fund  -  to  account  for  operations  (a)  financed  and 
operated  in  a  manner  similar  to  private  business  enterprises, 
where  the  Legislature  intends  that  the  department  finance  or 
recover  costs  primarily  through  user  charges;  or  (b)  where  the 
Legislature  has  decided  that  periodic  determination  of  revenues 
earned,  expenses  incurred  or  net  income  is  appropriate.   Depart- 
ment Enterprise  Funds  include  the  Alfalfa  Leaf  Cutting  Bee 
program  and  the  Montana  Agricultural  Loan  Authority. 


Fiduciary  Funds 


Trust  and  Agency  Funds  -  to  account  for  assets  held  by  the  state 
in  a  trustee  capacity  or  as  an  agent  for  individuals,  private 
organizations,  other  governments  or  other  funds.   These  include 
Expendable  Trust  Funds,  Nonexpendable  Trust  Funds,  and 
Agency  Funds. 


The  Expendable  Trust  Fund  includes  the  Hail  Insurance  pro- 
gram. Rural  Development  assets  transferred  to  the  state  under 
the  Rural  Rehabilitation  Corporation  Liquidation  Act,  and 
surety  bond  proceeds  held  on  behalf  of  creditors  of  the  bankrupt 
Coast  Trading  Company. 

The  Nonexpendable  Trust  Fund  holds  50  percent  of  the  proceeds 
from  a  surcharge  assessed  on  registered  herbicides  sold  for 
consumer  use.    When  the  principal  in  this  fund  reaches 
$2.5  million,  any  interest  generated  may  be  expended  for 
noxious  weed  management  projects,  as  long  as  the  principal 
remains  at  $2.5  million. 

The  Agency  Fund  holds  certificates  of  deposit  from  commercial 
pesticide  applicators  ensuring  the  public  would  be  compensated 
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if  the  applicator  was  negligent.  The  department  also  holds 
certificates  of  deposit  and  letters  of  credit  from  commodity 
dealers,  produce  wholesalers,  and  public  warehousemen  to  meet 
bonding  requirements.   Commodity  dealers,  produce  wholesalers, 
and  public  warehousemen  may  also  insure  themselves  through 
private  bonding  companies.  The  amount  of  certificates  of 
deposit  and  letters  of  credit  held  by  the  Department  of 
Agriculture  for  the  dealers,  wholesalers,  and  warehousemen  will 
vary  significantly  from  year  to  year,  depending  on  the  number 
of  active  members  and  their  method  of  coverage. 


Accounting  Changes 


In  fiscal  year  1990-91,  in  conjunction  with  a  change  in  state 
accounting  policy,  the  department  changed  its  accounting 
procedures  regarding  the  Hail  Insurance  program  to  enhance 
conformance  with  Generally  Accepted  Accounting  Procedures 
(GAAP).   Previously  the  department  recognized  revenues  and 
expenditures  on  the  cash  basis.   Revenues  and  expenditures  are 
now  recognized  using  the  cost  recovery  method. 


Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.   The  department  pays  employees  for  100  percent  of 
unused  annual  and  25  percent  of  unused  sick  leave  credits  upon 
termination.   Accumulated  unpaid  liabilities  for  annual  and  sick 
leave  are  not  reflected  in  accompanying  financial  schedules.   The 
department  absorbs  expenditures  for  termination  pay  in  its 
annual  operational  costs.   At  June  30,  1990  and  at  June  30,  1991, 
the  department  had  a  liability  of  $299,878  and  $334,612,  respec- 
tively. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).   The  department's  contribution  to 
PERS  was  $118,536  in  fiscal  year  1989-90  and  $127,199  in 
fiscal  year  1990-91. 
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General  Fond  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obli- 
gations from  the  statewide  General  Fund  within  their  appropria- 
tion limits.  Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fund  balance  will  always  be  zero. 


Nonbudgeted 
Expenditures 


The  department  provides  hail  insurance  for  farmers.   The  losses 
from  hail  storms  are  recorded  as  nonbudgeted  expenditures  in 
the  Expendable  Trust  Fund.   This  amount  is  subject  to  wide 
fluctuations  because  it  is  dependent  on  hail  storms. 


7.  Related  Party 


The  Agricultural  Development  Council  is  administratively 
attached  to  the  department.   The  department  receives  a  grant 
from  council  to  fund  an  international  marketing  program 
specialist  employed  by  the  department  and  related  operating 
expenses.   The  expenditures  related  to  the  position  totaled 
$39,903  and  $63,733  in  fiscal  years  1989-90  and  1990-91, 
respectively. 


8.  State  Grain  Laboratory 


In  fiscal  year  1990-91,  the  state  grain  laboratory  transferred  its' 
functions  from  the  Plant  Industry  program.   The  laboratory  is 
now  reported  as  a  separate  program. 
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GOVERNOR  DIRECTOR 
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April    27,     1992  4  ^o^^ 


Mr.  Scott  A.  Seacat 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  MT  59620 

Dear  Mr.  Seacat: 

I  would  like  to  thank  you  and  your  staff  for  the  courteous  and 
professional  manner  in  which  the  financial-compliance  audit  of 
the  Department  of  Agriculture  was  conducted.   Following  are  the 
responses  to  the  audit  recommendations  of  the  two  fiscal  years 
ending  June  30,  1991: 

RECOMMENDATION  «1 

WE  RECOMMEND  THE  DEPARTMENT  IMPLEMENT  PROCEDURES  TO  ENSURE 
COMPLIANCE  WITH  STATE  LAWS  AND  POLICIES  CONCERNING  COLLECTION  OF 
FEES. 

RESPONSE:   We  concur.   The  department  is  reviewing  and 
evaluating  applicable  state  laws  and  administrative  rules 
for  changes  to  improve  procedures  to  ensure  uniformity  of 
compliance.   Upon  review  and  evaluation,  the  department  will 
make  recommendations  for  legislative  consideration  during 
the  Executive  Planning  Process  for  the  '95  biennium  and 
where  possible  immediately  propose  administrative  rule 
changes  in  order  to  collect  fees  consistently  and  fairly. 
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RECOMMENDATION  i2 

WE  RECOMMEND  THE  DEPARTMENT: 


B. 


FOLLOW  ESTABLISHED  PROCEDURES  TO  ENSURE  HAIL  INSURANCE 
PROGRAM  REVENUES  AND  EXPENDITURES  ARE  RECORDED  IN 
ACCORDANCE  WITH  STATE  ACCOUNTING  POLICY. 

SEEK  LEGISLATION  TO  RECLASSIFY  THE  STATE  HAIL  INSURANCE 
PROGRAM  AS  AN  ENTERPRISE  FUND. 


RESPONSE:   (A)  We  concur.   Appropriate  personnel  have  been 

informed  of  error  in  accounting  for  Hail 
Insurance  Program  revenues  and  expenditures. 
Department  personnel  will  follow  procedures 
to  properly  account  for  FY  '92  activity. 

(B)  The  department  maintains  that  State  Hail 
Insurance  funds  are  received  and  held  in 
trust  for  the  operation  of  the  program.   The 
Department  will  work  with  the  legislative 
auditor  to  develop  a  legislative  proposal 
which  will  maintain  the  current  status  of  the 
state  holding  funds  in  trust  while  placing 
them  in  an  enterprise  fund.   The  department 
respectfully  requests  that  legislation  be 
sponsored  by  the  legislative  audit  Committee. 


RECOMMENDATION  #3 

WE  RECOMMEND  THE  DEPARTMENT  FOLLOW  ESTABLISHED  PROCEDURES  TO 
ENSURE  ALL  EQUIPMENT  IS  RECORDED  ON  THE  PROPERTY  ACCOUNTABILITY 
MANAGEMENT  SYSTEM. 

RESPONSE:   We  concur.   The  department  will  make  every  effort 
to  process  PAMS  forms  and  process  payments  for  equipment 
simultaneously  in  accordance  with  department  policy. 
Amounts  referenced  in  audit  report  have  been  recorded  on 
PAMS  to  account  for  all  equipment  purchased  to  date. 
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RECOMMENDATION  #4 

WE  RECOMMEND  THE  DEPARTMENT  FOLLOW  UP,  COLLECT,  AND  WRITE-OFF 
DELINQUENT  ACCOUNTS  RECEIVABLE  IN  ACCORDANCE  WITH  STATE  POLICY. 

RESPONSE:   We  concur  and  the  department  will  implement 
department  policy  with  specific  time  frames  and  criteria  by 
June  30,  1992  to  make  all  agency  personnel  aware  of 
delinquent  account  collection  procedures. 

If  you  have  any  questions  concerning  the  department's  response, 
please  feel  free  to  contact  me. 

Sincerely, 


S>^(U^Mt 


Everett  M.  Snortland 
Director 

EMS/SK/z : emsola .91 
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